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Report of Special Committee; 



San Francisco, November 13, 1906;'..* 
To the Honorable President and Board of Trustees of ^ 

Chamber of Commerce of San Francisco: 
Sirs; 

Your Committee appointed to investigate insuranee settle- 
tnents incident to the late conflagration respectfully submits 
the report of Profeeaor A, W. Whitney who was engaged to 
prepare the report under the general supervision of the Com- 
mittee. 

We have been peculiarly fortunate ia httving the assistance 
of euch an able investigator, with techmeal experience in 
insurance matters, and we accordiugly take this opportunity 
for expressing our appreciation of his untiring efforts and for 
thanking Mr. Benjamin Ide Wheeler, President of the TJni- 
veraty of California, through whose consideration it became 
possible for us to secure his services. 

We have been fortunate too in having our trustee, Mr. Geo. 
E. Butler as a member of our Committee. His long experi- 
ence and prominence in insurance circles have been of the 
greatest value in the investigation. 

Thanks are also due to the Savings Banks which have given 
exact information as to the thousands of adjustments made 
on losses in which the banks were concerned; to Mr. E. Mjroii 
Wolf, State Commisaoner of Insurance; to the Press of 
San Francisco ; to the representatives of many of the insurance 
companies who have for the most part received our inquiries 
with great courtesy; and in general to the many merchants 
and attorneys who have freely given desired information. 

In the preparation of this report we have kept in view its 
purposes as outlined in the original plan, to wit: 

1, The moral effect upon the insurance companies involved 
once they knew that the Chamber of Commerce proposed bo 
make a reliable report giving due credit to those companies 
which are fairly meeting their obligations. 

2, Supplying information on application of our members 



relatittgio adjustments being made by companies with which 
said ti-i£Jnbers might hold policies. 

,■3'/-.' "Sending general inform.atioQ to Commercial Organiza- 
tiori^ throughout the country relating to the insurance con- 
ditions in our city. 

■■ 4. In the light of such information, venturing some sug- 
gestions that will tend to the betterment of the fire insurance 
busineiss both for the insurer and the insured. 

The appreciative expressions already received prompt u& 
to believe that the first two purposes have been accomplished 
in a degree far beyond our expectations. It i& hoped that the 
latter two purposes will be accomplished in the publication of 
Professor WTiitaey's report which is the result of most careful 
work on his part assisted by frequent conference with your 
Committee. 

Yours respectfully, 

Chas. H, Bentlet, 
Geo. E. Butleh, 
Geo. D. Gray, 

Committee. 

To the Special Insurance Coimnittee of the Chamber of Comvierce 

of San Francisco: 
Gentlemen : 

I have the honor to submit to you the following report on 
the Fire Insurance situation following the San Francisco 
conflagration. 

Yours respectfully, 

Albert W. Whitnet. 
San Franciaco, November 10, 1906. 

THE EARTHQUAKE 

The San Francisco earthquake occurred at about a quarter 
past five o'clock on the morning of April IS, 19D6- The shock 
lasted about one minute. The seismographic record at the 
Lick Observatory on Mt. Hamilton, fifty miles away, but in 
a region where the disturbance was considerable, showed the 
oscillations to have taken place in all directions with a maxi- 
mum amplitude of about an inch. 



Although the city of Sau Francisco was, because of its size, 
fche largest sufferer, the destructiveness of the earthquake was 
probably greatest at Santa Rosa, fifty miles north. San Jose 
and Stanford University were also severely shaken, 

The damage done by the earthquake in San Francisco de- 
pended very largely upon the nature of the ground at the 
point in question. The city may be divided into four dia^ 
tricts or sets of districts. There are, first, the rocky hills 
and other more level land closely underlaid by rock. There 
are, second, the intervening valleys where a natural deposit 
has occurred. There is, third, a region where sand dunes 
cover the rock to a depth of many feet. There is, fourth, the 
filled ground along the shore line and along the courses of old 
creeks; there are about 250 acres of this in the burnt 
district, extending in its greatest width from the Ferry t-o 
Sansome street, a distance of about half a mile. A large 
part of the wholesale district lay in this fourth region. 

The fii^t region, characterized by rock-formations near the 
surface, suffered least from the shaking. The damage was 
confined mostly to the shaking to pieces of chimneys above 
the roof, the falling of some plaster and loosely attached 
architectural ornaments and the destruction, more or less 
complete, of some notably badly constructed buildings. 

In the sand dune country, and in the vaUeyB the damage 
was somewhat greater. 

The damage on the made land, however, was much the 
most severe. Here there was not only a more destructive 
form of osciDation,but the settling of the land in some cases 
caused serious structural damage. 

Just how severe the earthquake damage was in the business 
part of the city will never be exactly known because of the 
fixe that immediately obliterated its effects. There was, 
however, a very general shaking to pieces of chimney-tops 
all over the city, in fact, throughout the whole region; there 
was to a much less extent general damage to plastering; in 
probably about one house in two or three was the damage 
to plastering so severe as to require repair. There were 
numerous cases of collapse of notably badly constructed 
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buildings, old frame buildinga with defective underpinning, 
briek buildiags made witli weak Ume mortar and unwet 
bricks and unbonded stone-veneered buildings. 

Some few spectacular examples of buildings of this character, 
such as the Valencia Street Hotel (a frame lodging house) 
and the City Hall (of stone and brick upon a steel frame), 
together with a certain amount of fallen cornices and scatter- 
uig examples of walls partly fallen or cracked, constituted 
the main visible earthquake damage. 

The structural damage was probably on the whole not 
large. In steel frame buildings it waa almost nothing as 
for instance in the Call Building; in well built brick buildings 
it was almofit nothing as for instance in the walls of the Palace 
Hotel which stand to-day as a mute example of what good 
brickwork can be; in well built frame buildings the stnictural 
damage was nothing. The earthquake damage in San Fran- 
cisco stands as a monument almost entirely to cheap, dishonest 
and insincerely ostentatious construction. 

Coming back, however, to actual conditions, it is undoubt- 
edly true that the business of the city could have gone on 
with very little interruption if there had been no fire, as it 
did in fact in the imburned part of the city and in those build- 
inga which, though in the burned district, were spared by 
the fire, such for example as the Mint, the Post-office, the 
Appraiser's Store and the Montgomery Block. The earth- 
quake damage in such unbumed buildings was in general not 
severe. , ,, 

EEPORT OF THE NATIONAL BOAHD OF FIRE UNDERWRITEHS. 

Mr. S, A. Reed, consulting engineer, in his report to the 
National Board of Fire Underwriters on the San Francisco 
conflagration, has the following tO say concerning the extent 
of the earthquake damage : 

"The actual damage, though appalling to those who experi- 
enced the shock, was not, as a general rule, structurally serious 
as far as appearance went. Apart from buildings having 
ponderous architectural attachments, particularly the City 
Hall, where the damage was great and spectacular, the appar- 
ent structural injury was mainly to tall chimneys, church 
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towers and unbraced brick g&bles, copings and projections. 
Interior plaster, tiling and adhesively applied decoration 
were quite generally wrecked. House chimneys above roofs 
fell extensively. Actual collapses were mainly confined to 
flimsy, frame structures. Observation of the unburned 
Western Addition and also of photographs taken between the 
earthquake and the fire make it clear that San Francisco was 
far from being destroyed by the earthquake and that outside 
of Email districts in the Gats it was the exception that a build- 
ing was rendered uninhabitable. The effect on fireproof 
buildings was especially important, aa the steel frame tjrpe 
had never before been seriously tested in an earthquake. 
It may be said, generally speaking, that these buildings had 
no apparent structural injury. The steel frames appeared 
plumb and true, and, contrary to the early account, neither 
the sides nor the floors had dropped out. Cracks appeared 
in many instances, especially X cracks in pilasters built 
around exterior eolumna. The early accounts, stating that 
aide walls had dropped out, probably arose from the fact that 
there wore several tall and conspicuoua st«el frames in course 
of construction wliich had not yet received their side walls. 
Furthermore, at the City Hall a lofty architectural mass of 
cast iron and stone was grouped around a steel frame dome, 
and the fall of the general mass left the steel frame of the 
dome exposed. Non-apparent injury to steel frames and 
their exterior walls occurred to a considerable extent, due to 
straining. In wooden frame buildings it was noted that 
where each story was framed to that below unless diagonally 
braced the damage was greater than where the verticals 
were continuous, as in the balloon frame of less repute. In 
fact, immunity from effects of the earthquake seemed to be 
a characteristic of buildings having vertical continuity, aa 
distinguished from vertical discontinuity. In steel frames 
where each column is spliced to that below, column tiers 
ate practically continuous. Buildings depending mainly 
upon gravity for their stability experienced the maximum 
injury. The ordinary brick wall has slight continuity apart 
from gravity aided by the bracing effects of the beams, unless 
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the brick ia properly laid in cement and properly boadt 
and the waJls of more than usual thickness. Such wallal 
as the latter were rare in San Francisco. Still, even in the! 
case of weak walls, the mterior bracing reduced structural! 
damage where there was no actual ground displacement. 
There were, however, a large number of structural injuriea, , 
not apparent to the eye, but such as would have required] 
expensive repairs had there been no fire." 

THE FIRE 

The earthquake was followed by fires that broke out almost 
immediately at a number of points, in fact, there are said to 
have been as many as thirty of thesej most of them in the 
region south of Market street. The city was supplied with 
water by three large pipes, each of which was broken, where 
it crossed marshy ground outside of the city. During the 
second and third days of the fire some water was made 
available in the western part of tha city by repairs; thig 
water was instrumental in cheeking the fire at Van Nesa 
avenue. 

The efficient head of the Fire Department, Chief Sullivan, 
to whose efforts had been largely due the freedom of San Fran- 
cisco in the past from dieastrouH frres, was fatally injured by 
the falling of a chimney. It is a sad coincidence that in the 
Baltimore, the Toronto and the San Francisco conflagrations 
the Fire Chief was unable, through personal injury, to direct | 
the work of the Department. 

There was an almost entire absence of strong wind during; 
the fire, so that ignition and combustion went on slowly and 
there was no occasion for the frantic efforts to escape that 
characterized the Chicago fire. The day of the earthquake 
itself was an ideal summer day. The contrast was most 
painful between the inferno in the city and the smiling 
serenity of nature across the bay. For three days a pillar of 
smoke stood over the city. 

Some of the original fires wore extinguished; the others 
coalesced during the first day. Many new fires originated, 
however, most of them by sparks or dynamiting, but some in 
the general confusion quite independently of the fires already 



started. Two of these independent fires spread and consumed 
many blocks of property in the heart of the city. One was 
the Hayes Valley or "Ham and Eggs" fire at Hayes and 
Gough streets on the morning of the 18th, said to have been 
started by a woman in getting breakfast. The other was the 
Alcazar Theater fire, said to have been started by the over- 
turning of a lamp by soldiers. 

The water supply failing, dynamite was resorted to for 
blowing up buUdings in the hope of thus stopping the progress 
of the fire. In some cases this was successful, but the dyna- 
mite being largely handled by those who were unfamihar 
with its use, on the whole little good was accomplished and 
in many cases the fire was actually spread by its use. 

The fire was brought under control on the third day by a 
desperate stand at Van Ness avenue, a north and south street, 
125 feet wide and about one and a 'half miles from the Ferry. 
The intelligent use of dynamite, a Hne of hose to the bay, 
some water from the mains, a favorable wind and a desper- 
ate hand to hand fight together made this successful, 
although at some points the fire crossed the avenue and 
burned a few blocks beyond. 

The total area burned was about 3000 acres, or about 4.7 
square miles, containing 520 blocks and about 25^000 buildings; 
about one-half of these were residences. 



THE INSURANCE SITUATION 

The amount of insurance covering property in the burned 

district was approximately S235,000,000 (estimated). All 

of this had been written by companies authorized to do 

business in the state, except about $6,000,000 wjiich had 

been placed outside of the state in some 100 companies. 

The value of buildings and contents destroyed in the fire 

I must have been about $350,000,000^ basing an estimate up- 

;on the insurance liability, the known general ratio of insur- 

ice to value (about 70 per cent.) and a guess that there 

^was about 5 per cent, of property that canied no insur- 

' ance. 

There follows a hst of the authorized companies with their 
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capital and surplus and their San Francisco premiume in 
1905; membership in the Bo^d of Fire Underwriters of th© 
Pacific is also indicated. It was hoped that it would be pos- 
sible to ^ve the lialuhties (^ the separate companies but 
the data obtainable are jaot complete,, and for that rea^ 
son are not publ^ed, 

DOMESTIC COMPANIES. 

Paid in Burplus fS. F. Pre- 
Capital Dec. 31, miums 
Dec 31, 1905. 1905. 

1906. 

*AetnB,' Hartford, Conn 94,000,000 97,036,011 »44,7SO 

. *Agricultuna, Watertown, N. Y 500.000 867;Z62 ,16,343 

*AUiaDC«, Philadelphia, Pa. 500,000 462,181 15,801 

Ameiican, Boston, Masa 300,000 92,062 12,34S 

•American, Newark, N. J 600,000 2,430,459 18,962 

■ *American Fire, Philadelphia, Pa....... 600,000 253,891 27,55& 

*Americab OMitria, St. Louis, Mo 1,000,000 1,431,518 19.881 

.'Assurance Co. of Araer., New York, 

, , N:Y.. ......,., ■■■■ 400,000 228,988 .,..., 

*A.^tH-Birmiiigham^ Atlanta, Ga.... 250,000 80,725 6,280 

Austin Fire, Austin, Texas 318,9^5 67,791 4,33? 

•Britidi-American, New Yorfc, N. T. . : ■ ' 200,000 118,727 3,013' 

Buffalo-German, Buffalo, N. Y 200,000 1,640,774 

' :*Ciilj(Htooi8n-ABierican,NewYorit,N.Y. , 300,000: 91,778: , ,8,836 
. *qftli£onii*,SanFraB«is«o,C8l.......i 240,000, 144,110 22,585 

♦Calumet, Chicago, lU . 200,o6o' . 266,441 13,824 

♦CitizensFire, St. Louis, Mo........ .. 200,000 ' 232,182 17,58* 

•Commercial Union Fire,. New York, 

N.Y ;.....'. 200.000 ' '130,124 4,110 

^. •ConbordiaMre, Milwauk«e,T^^...i, . . 300,000 234,958 6,345 

: . *Connefltiout Fire, Har^qrd, Comj.. . . . f 1,000,000 , 1,729,173 34,19^ 

Continental, New York, N. Y 1,000,000 8,424,225 33,936 

♦DelawareVPhilade'P'^f^'*""- 702,875 193,493 12,551 

" ■ ■ DutchWB, PoughkeepMe," N. Y. ..... . 200,000 175,619 14,1 67- 

-EaglfeFIrt,!*'^ York, N.Y....:.... 300,000 376,072 ■: 11.968' 

' 'Equitable Fire Had Marine, Provi- . | 

,;. dwice,B.I... .v. , .400,000; 215,276 6,817- 

,..F?deriJ,Jer«7City,N-J-..--,- .■••■•.., 600,000 856,686 '......' 

•Fire Asisociation, Philadelphia, Pa. .. . 6001000 1,5S2,6(» 33,239 

•Mremau's Fund, Bah Ftandsoo.Cal.. 1,600.000 2,715;i44 91,363> 

- •Franklin Fi»,' Philadelphia, Pa...... ', 400,000 996j672 2091»/ 

German, Freeport, HI 200,000 1,952,065 52,8(^. 
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GarmaB, Peoria, HI,...,,- ... 

*Gemiaii[ Alliance^ New York, N. Y.. . . 

*Germiiu Amencaa, New York. N. Y. , 

Germania Fire. New York, N. Y., . . . . 

GennfiD N&tiofi&t, Ciiit4igo, III 

Gtrarri Fire and Marine, Philadelphia, 

Pa .,.,-... 

Rlena FaJiB. Glens Fallfl, N. Y. 

, J *Olobw A Rutgere. New York. N. Y„ . . 
•Hanover Fire. New York. N. Y. . . . . 

^ ♦Hartford FirSj Hartfigrrl. Conn 

(,1 Home. New York, N.Y 

*Hcim6 Fire and Marine, San Frau- 

riflco, Cal 

♦Ijidemnit/ Fire, New York, N. Y 

*Iiisurance Co. of No, Americft, Phlla- 

deJphia, Pa 

^Mercnatile Fire ani Marine, Boston 

Masfl,, , . .. ..,,..., 

*.SfichiKa[i Fire and Marine, Detroit, 

Mioh 

.. Milwa-tikee UechacicB, Milwaukee, 

Wia ,' 

Nassau Fire, ErooklyB, N. Y, , . , 

'^'Na.tioDal Fire, Hartford. Conn 

National Union, Pittsburg, Pa 

N&« Bmnawick, New Brunswiek.N.J. 
*.Vew HampBliirft Fire. Mancbester, 

N.H 

New York Fire. Now York, N. Y 

♦Niagara Fire, New York, N. Y 

*Nurth Gpnnaii Fire, New York, N. Y. 

North River, New York, N. Y 

Northwestern Fire and Maiiue, Minne- 
apolis, Minn ...,,,...,-. 

Northwestern National, Milwaukee, 

Wi9 

♦Orient, Hartford, Conn. . . . , 

*PHican. New York, N. T 

*Peiinsylvania Fire, Philadelphia, Pa. . 

'Member oF the Bonrd of Fire Underwriters oE the FtKlfic, 
fTakaai from Gonial RcTiftW Chart. 
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CapilsJ 


Dec. 31, 
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Deo. 31, 


1905. 


1905. 


190S. 






300,000 


126,444 


14,752 


400,000 


620,132 


7,384 


1^00,000 


6,442,875 


44,58^ 


1,000,000 


2^889,660 


46 552 


200,000 


164,347 


15,706 


300,000 


997364 


13,747 


200,000 


2,594,065 


17,657 


400,000 


1,256,147 


10,028 


1,000,000 


925,516 


23,167 


1,250,000 


5,150.696 


145 .788 


3,000,000 


8,720,501 


39,779 


300,000 


503,695 


37,980 


200,000 


94.785 


4,781 


3,000,000 


3,604,807 


53,399 


400,000 


101.793 


13,020 


400,000 


282,687 


7,935 


200,000 


1,409,831 


34,269 


200,000 


251 .45S 


7,391 


1,000,000 


2,314,305 


42,446 


750,000 


360,399 


20,935 


200,000 


144,522 




1,000,000 


I,2.'i4,267 


S,G2S 


200.000 


61.682 


6,903 


500,000 


1,810,455 


33,126 


200,000 


93,806 


11,627 


350,000 


440.895 


9,030 


200,000 


173,370 




600,000 


1,235, SSZ 


11,039 


500,000 


831,958 


14,373 


200,000 


119,803 


7,253 


400,000 


3,004,552 


55,189 
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Paid in Surplus fS. F. Pre. 

Caintal Dec. 31 miuma 
Deo. 31, 1905 1905 

1906 



*Phenix, Brooklyn. N.Y 1,000,000 2,23«,779 61,844 

♦Phcfnix Hartford, Conn 2,000,000 2,382,271 28,04» 

♦Ppovidence-Wsehington, Providence, 

R.1 600,000 688,039 15 756 

*Queen, New York, N. Y 1,000,000 2,722,650 24,06i 

*Queen City Fire, Sioux Fulls, S.D.... 300 000 37,386 1,992 

♦Rochester German, Rochester, N. Y. . 200,000 493,216 10,701 

Security Fire, Kew Haven, Conn 600,000 38.5,129 6,151 

♦Security Fire, Baltimore, Md 200,000 61,006 7,817 

♦Sptiiigfield Fire and Uarine, Spring- 
field, Ma«8 2,000,000 2,024,000 26,160 

♦Spring Garden, Philadelphia, Fa 400,000 290,485 9,519 

♦St. Paul Fire and Marine, St. Paul, 

Minn 500,000 1 .363,633 18,705 

♦Teutonia, New Orleans, La 260,000 136,624 5,315 

♦Traders, Chicago, lU 500.000 1.376,031 58,096 

♦Union, Philadelphia, Pa 200,000 151,334 8,729 

♦United Firemen's, Philadelphia, Pa. . . 300,000 233,891 11,045 

♦Victoria Fire, New York, N. Y. 200,000 69,774 1,831 

Westchester Fire, New York, N.Y... 300,000 1,678,128 17,573 
Williamsburg City Fire, Brooklyn, 

N.Y 250,000 1,492,093 15^62 



•Member of the Board of Tin Underwriters of the Pacific. 
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FOREIGN COMPANIES. 

tSurplua and 
psid iu ca[N San Fraaniaoo 
ital Dec, 31, premiumE, 
1W4. 190£ 



♦Aachen and Munich, Aa la Chapetle. Germany. . i ?,370,284 

♦Alliance, London, Englaad 8,984,275 

•Atlas, London, England **3,509,7IO 

*AUBtriaa Pibceiiix, VJentift, AUitria.., ... 1,496,087 

♦Britiflh-Ameripa, Toranto, Cbnada **1,040,0IS 

•Caledonian, Edinburgh, STOtjind ♦*2,a25,6e5 

"ToininerpiRl Urion, I/Jiidon, England **I2.250,D0n 

♦Hamburg-Brpiiiea. Hamburg, G«miany **841,S11 

*Helvetifl-SwiH3 , ,.,.,.,.. . .... 

*L&n Union and Crown, London, England 3,049,305 

♦Liverpool and Lnndon and Globe, Liverpool, Eng ■ 11,875,895 

^London, London. England 7,67D,720 

♦London and Lancashire, Liroqioo!, EngLind. .... **8,776,I70 

*NewZe*laDd, Auckland, N.Z Jt, 222,555 

♦North Britiah and Mercantile. London, England. , 15,lfiO,2S8 

♦North German Fire, Hamburgj Germany 473,993 

♦Northern, London, England **8, 767,060 

♦Norwich Union Fircj Norwich, England. ........ 5,154,691 

♦Palatine, Ixnidon, Eagland S76,?45 

♦Phceiiix, London, EoRland 6,463,795 

Prueaian National, Stettin, Germany 1,399,005 

♦Rhine and Mogelle, Str4iflburg, Germany ..... 1,112,672 

♦Royal, Uverpool, Eagltmd **14,i79,675 

♦Royal Exchange, London, England 7,240,505 

♦Scottish Union and National, Edinburgh, Scotland 3,2d2,3&5 

♦atatftFire, Liverpool, England..... M0,405 

*3un, London, England 9,769,715 

*Svea Fire, Gothenburg, Sweden 2,000,270 

♦Tranaatlantic Fire, Hamburg, Gemituiy 647,750 

•Union, London, England 3,089,190 

♦Western, Toronto, Canada 1,919,B3S 



[ 49,421 
43,749 
39 792 
30,5f« 
13.3S3 
47,325 
49,002 
SBjlSO 

2g.oao 

56,87a 
87,719 
6S,£5S 
29,299 

44,569 
58,946 

&3.6eo 

30,395 
34,209 
53,830 
17,934 
59,649 
SS,60l 
£6,529 
21.916 
15,491 
40.019 
25.955 
73,947 
42,302 
17,458 



♦♦Statement aa of Eec. 31, 1905. 
JStatement as of Nov. 30, 1906, 
': tTaken [rom Beet'e Sfiporta. 

♦Member of the Board of Fire' Uadwwritere of the Pacific. 
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Representatives of these companies, except the Helvetia-' 
Swiss, which was not involved, without respect to the ques- 
tion of whether Board or non-Board, met on April 21st 
in Oakland and formed an organization for facilitating adjust- 
ments and for securing uniformity of procedure. There were 
associated with these companies in the adjusting bureau also 
the following underwriting agencies: Colonial UnderwritcrB, 
English- American Underwriters, European Underwriters, 
Individual Underwriters, New York Underwriters, Pacific 
Underwriters, Philadelphia Undert^Titers. Protector Under- 
'writers, Scotch Underwriters, Western Underwriters, also 
the Camden, a reinsuring company, the Manchester, whose 
risks had been insured in the Atlas, and the Kingg Coiinty, 
a company which had withdrawn from the state, but still 
bad outstanding insurance. Meetings of this organization 
"were held daily up to May 16th and almost as frequently 
thereafter for at least another month. 

A general committee of fifteen on adjustments was ap- 
pointed whcffie principal work was the assigning to sub- 
committees of three of losses on which six or more companies 
were involved. Losses on which there were less than six 
companies, were privately adjusted by the companies involved 
and did not come before the Bureau. 

The situation that the companies had before them on 
the 21st of April was the most difficult in the whole 
history of fixe insurance. Tm the first place the conflagration 
its<^f was the largest that there had ever been; secondly, it 
was not an ordinary conflagration but had been preceded by 
an earthquake for whose direct effects the companies wetQ 
not liable and yet the evidence of which had been largely 
obhterated by the fire; third, as to some extent in all con- 
flagrations or large fires but here particularly, there was a 
large destruction not only of poHcies but of records of all 
kinds among the insured; fourth, San Francisco being the 
city from which all the Pacific Coast business was managed, 
there waa a large destruction of the records of the companies, 
some companies for instance, which sent no details to their 
home offices but whose accounts were audited here, losing 
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their records in toto. These hsA to be reproduced as, best 
they might from agents' and brokers' records and from maps 
in cases where these had fortunately been saved. 

The situation would have been complicated enough if there 
had been relations between only the companies and the in- 
sured, but there was in addition a vast mass of reinsurance 
not only among the companies directly involved but mth 
other companies. Some of these foreign treaty companiea 
soon after the fire united in publishing a letter to the reinsured 
OompanieB warning them that the reinsurance companiea 
would not follow them in their settlements beyond t!ie point 
of strict liability. The most perplexing feature of the early 
Bituation was probably the fact that the compames were at a 
loss to know how much of their reinsurance they could collect. 

The great desirability of arriving at some conimon method 
of procedure in the settlement of losses, particularly in the 
case of committee losses and in the case of losses iu which 
there was reinsurance, was felt so strongly that the adjusting 
bureau was for many days concerned with finding a basis on 
which common adjustments might be carried on rather than 
in working out the details of the adjustments themselves. 

The companies had naturally been in close communication 
with their home offices and in many or even moat cases offi- 
dals of the companies had visited the Coast themselves. It 
was then with an intimate knowledge of the situation that a 
meeting of some twenty or more of the compames most 
heavily involved was held in New York City on May 31st and 
an agreement was arrived at concerning general rules of 
procedure. The "New York agreement'^ is as foUows: 

PHEAMBLE ANO HESOLUTIONS ADOPTED BY THE MEETING. OF 
AMERICAN COMPANIES HELD IN NEW YORK, MA.Y 31, 1906. 

Wheheas, On the ISth of April, 1906, a great earthquake 
occuiTed in the city of San Francisco, Califorrna, which 
destroyed property to the value of milHoos of dollars, and 
was followed by a conSagration made unprecedented in ex- 
tent and damage by conditions induced by and following 
said earthquake ; 

WiiERBA-Si The probleipp prising iii ,coime<!tjpi;. s^th tjjft 
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settlement of such losses are complex and Intricate to an 
extent never before equaled in the history of underwriting 
by reason of the following and other factors, namely: 

(a)^The difficulty of clearly segregating losses for which 
corapaniea are liable from those from which they are exempt; 
(&) — The existence of many varying forms of policy con- 
tract; 

(c) — The loss of essential records, both by insurance com-] 
panies and by the assured; 

Whereas, It is highly desirable that all losses for which i 
insurance companies are legally liable should be promptly] 
settled with equity and fairness to all concerned; and 

Whereas, It is expedient that a statement as to the legal 
and moral liabihty of companies in regard to claims arisin' 
from the catastrophe at San Francisco should be made, the 
sub-joined is adopted as a fair statement of such liability, 
suitable to be used as the basis for adjusting losses; 

First. — ftTiere policies covered buildings (and, or their 
contents) ,which had certainly fallen before the iire, or which 
had been so damaged as to void the insurance under the 
express terms of the contract, claims under such pohciea 
should not be paid. 

Second. — Where policies covered buildings ( and, or their 
contents), which may have been damaged or destroyed by 
the authorities, civil and, or mUitary, subsequent to the con- 
flagration, claims under such policies should not bo paid, 
until the facts have been definitely ascertained. 

Third — (a) Wliere policies covered building (and, or their 
contents), which were probably, but not certainly, so dam- 
aged by earthquake as to be brought under the provisions of 
the fallen building clause; or 

(fr) \\Tiere poheies covered buildings (and, or their con- 
tents) which had suffered from shock of earthquake but not 
to such an extent as to bring them within the provisions of 
the fallen building clause; or 

(c) WTiere poheies covered buildings (and, or their con- 
tents) which had been damaged or destroyed by the author- 
ities, civil andj or mihtary, before fire had reached them; or 
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{d) Where policies covered property whose owners, by- 
reason of the destruction of their books and records, are unable 
to supply the proofs of value required by the conditions of 
their insurance policies, in all such cases, claims should be 
settled by a reasonable compromise. 

Fourth^Where policies covered contents of buildinga 
which are certainly not affected by the exemption, conditions 
of the policy, claims under such pohcies should be paid, as 
soon as adjusted, subject to euch deduction, if any, as may 
fairly be made on account of the salvage resulting from the 
removal of portable property from building before fire had 
reached them. 

Resolved, That all the insurance companies interested in this 
disaster, both domestic and foreign, be, and they hereby are, 
cordially invited to unite in the carrying out of this plan of 
operations. 

It had been evident from the first that there was an entire 
lack of unanimity regarding the place of compromise settle- 
ments. This had come to the surface as soon as the nature 
of committee adjustments had been considered. A minority 
of the companies had stood for complete adjustments, that is, 
showing not only sound value but the finally adjusted claim, 
the same to be binding upon the companies; a majority of 
the companies, however, would not hear of this but insisted 
that it ^ould be left to the companies individually to arrive 
with the insured at the amount of the adjusted claim, leaving, 
therefore, the matter of earthquake damage, both direct and 
indirect, to be appraised by each company separately. Finally 
a compromise was reached by which the sub-committees were 
to report upon sound value and loss, leaving the final adjust- 
ment to the companies themselves. This averted the dis- 
ruption of the Bureau. 

However the same general difference in attitude again 
appeared in the discussion of the New York agreement. 
While there was a general acceptance of the agreement 
there were those who felt that a step further might be taken. 
They said: "An earthquake started the fire; an earthquake, 
by breaking the water-mains, made it impossible to put the 
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fire out. Neither of these contingenci^ was contemplated 
in the premium; furthermore there was widespread earth- 
quake damage whose exact effect has been obliterated by the 
fire; the insured, under these circumstances, should bear part 
of the loss. Let him then bear part of the loss and because of 
the uncertainty as to where there was and where there was not 
earthquake damage, let there be a general compromise at, 
say, 75 per cent of the face value of the policy. In this way 
there will be immediate settlements and justice done in the 
aggregate." A vote was taken as to the sense of the com- 
panies upon the advisability of such a procediu^, the vote being 
understood to be only an expression of opinion and not com- 
mitting those voting to action one way or the other. 

Next morning an account of this and the names of the 
companies voting on either side appeared in one of the San 
Francisco papers, in spite of the fact that this, as all other 
actions of this body, were taken in executive session. It 
may be said at this point that naturally no attempt 
would be made in this report to give an account of the de- 
liberations df this body had not the matter been made public 
and thus, and particularly in view of later developments, 
become an important part of the history of the situation. 

The companies reported to have voted against this pro- 
posed horizontal cut are : 

Aetna, London & Lancashire, 

American Central, London Assurance, 

Atlas, Manchester, 

California, Mercantile, 

Citizens, New Hampshire, 

Connecticut, New York Underwriters, 

Continental, New Zealand, 

Enghsh-American Under- North British & Mercantile, 

writers. Northern, 

Hartford, Orient, 

Home, Pelican, 

Individual Underwriters, Phoenix of London, . 

Kings County, Queen, 

Liverpool & London & Globe, Royal, 



Springfield, 


^^^^^^^^^^H 


State, 


Teutonia. ^H 


St. Paul, 




The companies reported 


to have voted in favor of the 


borizoQtal cut are: 




Aachen &. Mnnicli, 


Hamburg-Bremeti, 


Agricultural, 


Hanover, 


Alliance of Philadelphia, 


Home Fire & Marine, 


Americao of Boston, 


Insurance Co. of North 


American of Newark, 


America, 


American of Philadelphia^ 


Michigan, 


Atianta-Birmiaghani, 


Milwaukee Mechanics, 


Austrian Phoenix, 


Nassau, 


British-America, 


National, 


British- American, 


National Union, 


Buffalo Gennan^ 


New Brunswick, 


Caledonian of Edinburgh, 


New York. 


Caledonian- Am erican. 


Niagara, 


Calumet, 


North Gennan of New York, 


Camden, 


North River, 


Colonial Underwriters, 


Northwestern National, 


Concordia, 


Pacific Underwriters, i 


Delaware of Philadelphiaj 


Pennsylvania, 


Dutchess, 


Phenix of Brooklyn, 


Eagle, 


Philadelphia Underwriters, 


Equitable, 


Providence- Washington, 


Federal, 


Prussian National, 


Fu-e Association of Phila- 


Queen City, 


delphia, 


Rochester German, 

Scotch Underwriters, f 

Security of New Haven, 


Fireman's Fundi 


Franklin, 


Germau of Freeport, 


Security of Baltimore, 


German of Peoria, 


Spring Garden, 


German National, 


Svea, 


Germania, 


Traders, 


Girard, 


Transatlantic, 


Glens Falls, 


Union of Philadelphia, 


Globe & Rutgers, 


United Firemen^s, 





Victoria, ^^^" Western, 

Westchester, Western Underwriters, 

The eorapanjes reported to have been absent or excused 
from voting are: 



Alliance of London, 
AsBurance Co. of America, 
Austin of TexaSf 
Commercial Union of London, 
Commercial Union of New 

York, 
European Underwriters, 
German Alliance, 
German American, 
Indemnity, 
Law Union and Crown, 



North German of Hamburg, 
Northwestern Fire & Marine, 
Norwich Union, 
Palatine, 

Phoenix of Hartford, 
Protector Underwriters, 
Khine & Moselle, 
Royal Exchange, 
Scottish Union & National, 
Union Assurance, 
Williamsburg City, 



Within a few days five companies, which had voted for 
the horizontal cut, on advice from their home offices, an- 
nounced their change to the other class. 

These were : 
Alliance of Philadelphia, " Insurance Co. of North 
American of Newark, America, 

Michigan. Niagara, 

It is possible that if the discussion of the question had con- 
tinued that some common principle of procedure might have 
been evolved, but the publicity that the vote had received 
prevented tliis; those voting for the resolution were con- 
sidered to have put themselves on final record aa favoring a 
straight horizontal cut of 25 per cent; they were thereupon 
known as the '^six-bit" companies. The companies voting 
against the resolution were immediately held in high esteem 
and called the "dollar for dollar" companies. 

It had beeu evident from the first that there was a lack of 
harmony among the insurance companies, but this inadvertent 
publicity at this time had the effect of making any further 
attempts at reaching a common ground of action impossible. 
It drove closer together the companies in the first class. They 
did not withdraw from the adjusting bureau but appointed 
a committee of five from their own number to complete the 
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adjustments as they came from the committee of fifteen. 
As a matter of fact some of the "thirty-five" eorapanies in- 
dividually reopened adjustments on such claims after they had 
come from the committee of five. The eEect of this publicity 
upon the companies in the seconri clase was, however, disrupt- 
ing; each company proceeded to make adjustments and settle- 
ments in its own particular way. 

A word may be said as to the composition of the two 
classes. The fixet class was largely made up of old, sub- 
stantial companies with a reputation for honorable, straight- 
forward methods. They had had large losses but they had 
also large surpluses to cover their losaea. There was every 
reason why auch companies should proceed to settle their 
losses in the old recognized way, adjusting each losg upon its 
individual merits. 

The second cla6&,onthe other hand, was lesa homogeneous. 
It included first some companies so "hard hit" as to be unable, 
at the time at least, to contemplate payment in full, second, 
some eompaniea that were quite willing to take any oppor- 
tunity to escape as casUy as possible, and third, some com- 
panies which sincerely enough thought the plan a fair one 
and favorable for the insured, and were at least wiUing to put 
themselves on record in favor of it on a test vote. 

As a matter of fact when it came to actual settlement some 
of the " aix-bit" companies settled their claims quite as favor- 
ably as the "dollar for dollar" companies. 

The difficulty of estabhshing claims where poUciea or the 
companies' records were destroyed, and particularly in the 
case where both were lost, was one of the elements of the early 
situation. Many of the companies did everything in their 
power to help the insured in this matter, others apparently 
tried to make as much trouble as possible. It was the same 
with the fifing of proofs of loss. Some of the companies aided 
the insured by furnishing blank forms and by actual assistance 
in filling in the information; other companies on the other 
hand did everything to prevent the filing of proofs of loss. 
Proofs of loss were refused, were thrown into the faces of 
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claimants without being opened and were even refused whea 
sent by registered mail. 

Reports of such gross incivilities very naturally found their 
way into the newspapers; as did likewise reports of many of 
the early settlements which as a matter of fact were much 
lower on the average than they were later, some of the com- 
panies which began paying early offering only forty and fifty 
per cent, while others definitely denied habiUty altogether. 
The result of this behavior by a part of the companies, followed 
aa it was very soon by the "six-hit" split, led to a wave of 
popular indignation. The newspapers were largely respon- 
Kble for this, but the blame for its inception unquestionably 
lies with those companies which began by using thoroughly i 
disgraceful methods in dealing with their claimants 

Such a state of feeling between the insurers and the insured 
was most unfortunate. On the one hand the timid— poor 
people for the most part, whose insurance was all they had — 
were frightened in thousands of cases into setthng their claims 
at a much lower figure than was right; on the other hand 
whatever natural instincts the insured may have had for 
telling the truth about their losses and for treating the repre- 
sentatives of the insurance companies as well meaning gentle- 
men received a hard shock. 

There were undoubtedly many cases of fraud on the part 
of the insured; it is doubtful if on the other hand there has 
ever been aii insurance situation in which there has been such 
disgraceful intimidation and discourtesy. Discourtesy was 
even recognized as worth a definite amount in salvage. 

It cannot be said too emphatically, however, that this does 
Dot apply to all the companies, nor even to most of them. 
Apparently the trouble was. principally due to adjusters from 
the outside who came prejudiced amd impressed with the ne- 
cessity of making drastic compromises. And this was quite 
natural after all. The early newspaper accounts of the 
calamity represented San Francisco as destroyed by an earth- 
quake, the fire having simply burned the ruins. Nearly 
every person who came here from the East during the first 
few weeks came with this impression. It was weeks before 
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a true understanding of the sitTiation thoroughly affected the 
insurance companies, and some have not been aJTected yet. 

The companies which are most to be praised are those which, 
Using as nearly as possible the methods of ordinary times, 
made careful but fair adjustmenta. Such companies have no 
serious complaint to make of the insured^ and difficult as the 
situation was, theit experience proves that the attempt to 
adjust each loss on ita merits was the only satisfactory 
method. 

On their own initiative many of the compajiies pubhshed 
their willingness to have claimants clear their property and to 
extend the time for fihng proofs of loss as well as to waive 
notice of loss. Following a suggestion of Governor Pardee, 
however, Mr. E. Myron Wolf, Insurance Ckjmmissioner of 
California, addressed a letter to each of the companies re- 
questing a definite waiving of notice of loss and an extension 
of the time for filing proofs of losa to August 17th. 

Eighty-eight companies granted this extension of time. 
The companies which did not grant the extension of time 
gave as their reason the fear that this action would invalidate 
their reinsurance. As a matter of fact no such difficulty ever 
materialized. 

One of the laws passed at the special sesaqn of the legis- 
lature early in Jime was as follows: 

An act to amend the Political Code hy adding a new secHon 
thereto, to be numbered seciiim five hundred and ninely-seven a, 
rekUing to stalemenis to he furnished to the insurance com- 
missioner by insurance companies. 

[Approved June 3, 19%.] 
The -people of ike State of California, represented in senate and 
p^sembly, do enact as foUmps: 
Section 1. A new section, to ha known as section five 
hundred and ninety-seven a^ is hereby added to the Political 
Code, to read as follows: 

597a. The commissioner has power to, and whenever he 

deems necessary may, in writing, require any conipany en- 

Igaged in , insurance business in the State of California, to 

furnish the commissioner, as of a date, past or present, to be 
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designated by the commissioner, a full and complete list of 
all ita policies of insurance on property or risks located within 
that portion of the State of California included within the 
territory described by the commissioner, and which policies 
had not by the terms thereof expired on the date designated 
by the commissioner. Such list must show the number^of 
the policy, the name in which the policy waa issued, the 
amount for which it was issued, the nature and description 
of the property on which the policy was written or the nature 
of the risk assumed by the company, the location of the 
property and the residence of the insured, and the form or 
class of such policy as designated on the policy by the com- 
pany. The commissioner shall require such list to be ac- 
companied by the several forms of policies so designated 
and classified by the company, and the forms of riders, if any, 
attached to each particular form of policy. Any company 
which fails or neglects to furnish such lists and forms for the 
period of ten days from the date of the conimissioner'a re- 
quest, shall forfeit ita right to do business in this state, and 
the commissioner shall thereupon revoke, in the manner 
provided in section six hundred of this code, the certificate 
previously granted such company to do business in this state, 
and said company shall also be liable to a penalty in the sum 
of two thousand dollars, for the payment of wliich penalty 
suits may be instituted by the commissioner in the name of 
the people of the State of Cahfornia, in a court of competent 
jurisdiction, to recover such penalty or accumulated penalties. 
Said company shall be liable for said penalty or penalties 
upon the bond filed by said company) pursuant to section six 
hundred and twenty-three of the Pohtical Code. 

Sec 2, This act ^all take effect immediately. 

Accordingly, rommisisioner Wolf on June 7th sent a letter 
to the companies which had not agreed to the extension of 
the time for filing proofs of loss calling for a list of policies and 
policy holders. Some of these companies thereupon decided 
to extend the time for filin g proofs of loss while some sixteen 
filed lists of policy holders. The companies which neither 
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granted an extension of time nor filed s list of policy holders 
were the following: 



North Germaa of New York, 
Spring Garden, 
Security of Baltimore, 
Traders , 

Westchester. 



American of Boston, 

American of Philadelphia, 

Delaware, 

Dutchess, 

Germania, 

Kew York, 
Punitive action with regard to these compames is still in 
abeyance. 

The first cammittee loss to be adjusted was reported back 
to the committee of fifteen early in June. It had been the 
intention of the Bureau to call a meeting of the companies 
concerned on each loss, at which the report would be read and 
explained and agreed to. This, however, turned out to be 
entirely impracticable as the meetings were not attended. 
Thereupon reports were sent directly to the companies with 
the understanding that after one week payment might be 
demanded. 

The Bureau practically finished its work in September. 
On November 1st, 1140 claims had been adjusted, on 
which the sound value was $128,059,023.38, the insurance 
$8S,018.123.61, and the visible salvage $10,683,728 62, 
showing therefore a 68.7 per cent ratio of insurance to value 
and an 8.35 per cent salvage. There had been 1337 claims 
altogether; 175 of these had been cancelled; on November 
1st, 22 claims were still unsettled. 

The co-insurance clause was very little used in San Fran- 
cisco. If it had been otherwise the loss to the companiea 
would have been immensely larger. It is interesting to notice 
that while ordinarily the insured is too likely to look at co- 
insurance as entirely to the advantage of the insurer, here is a 
case where manifestly it would have been veiy greatly to the 
advantage of the insured. 

On account of the great number of losses and on account of 
the lack of evidence in a great number of cases as to the nature 
and extent of the damage done, adjustments on the whole 
could not be made with as great care as usual. The com- 



paniee generally insisted, following the New York agreement, 
upon a ten per cent reduction in the case of lack of books 
to prove the loss on stocks of merchandise, and in general 
this was thought to be reasonable, it being evident that a 
failure to prove a loss satisfactorily opened a proper field for 
compromise. 

The matter of earthquake damage was handled by thel 
companies in very different ways. Some of the companies 
counted the earthquake damage if any against the sound value 
along with depreciation. This seldom brought the claim below 
the face of the policy particularly as there was very general^ 
under-insurance. Other companies, while making no claim for] 
earthquake damage where no evidence existed, in case of) 
proved earthquake damage settled by a compromise on the 
face of the policy, the reason for compromise being the possible 
voiding of the policy under the fallen building clause. Otherj 
companies claimed a general concession from each policy-] 
holder on account of general conditions. There was nt 
serious attempt made in general to escape paying fori 
damage done by dynamiting. The companies which made] 
large discounts could hardly have been said to have madaj 
adjustments; their process of settlement bdng nothing mora] 
in reality than the buying of policies. 

There are some amuang stories of the result of this methoc 
of handling claims. One policy holder with a partial loss of j 
only thirty per cent, when he tried to explain the matter, wEial 
not even listened to but told that the company would pay] 
no more than sLxty per cent of the face of the policy, what-! 
ever the circumstances, and he was paid off at this rate andEi 
sent away. 

SETTLEMENTS MAPE BY THE COMPANIES. 

The account of settlements made by the various companies] 
which is g^ven hereafter has a double purpose. There has beeaj 
general interest throughout the country in the way in whicl 
the insurance companies were meeting the situation; to meetj 
this demand it seemed only fair that some impartial account] 
fihonld be g^ven, based on carefully collected information. 
Secondly, it will be a pity if the San Francisco conflagration^ 
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passes out of remembrance without serving to point the way 
to som.e needed changes in fire insurance; first, in the actual 
conduct of the biisinsss by the companies themselves, second, 
in legislation, and tliird, in the attitude of the insured. The 
practically most important thing to know for this purpose is 
just what, in this criaisj the companies have done. 

The account given herewith is based on the tabulation of 
some 10,000 settlements. Information concerning these has 
been furnished by the insured^ partly upon blank forms dis- 
tributed by the Chamber of Commerce and partly on coupons 
printed in the newspapers. Reports on a large number of 
settlements have been received from the Savings Banks. Th^ 
information was supplemented in some cases by personal 
statements from the companies themselves, a circular letter 
having been sent to all the companies inviting them to make 
statements if they so desired. 

It was natural to suppose that claimants who would respond 
to solicitation of this kind would be mainly those who had 
complaints to make and that the information would thus not 
fairly represent the facts. This did not appear to be the case. 
A large number of responses were from persons who not merely 
had no complaints to make but took occasion to express their 
appreciation of the courtesy and fair deahng they had ex- 
perienced; a woman for instance, having to take her baby with 
her to an insurance office^ was told that the business would be 
concluded at her home; others told of the paina that the com- 
panies had taken to help them prove their claims. 

Nor were aU the good things said of the companies that 
were paying their obligations in full. Some companies while 
paying most of their large claims at a discount ^ paid some of 
their small claims in fuU to poor people who were suffering 
for the money. Another company, that has not made settle- 
ments in full, paid a widow with several children a policy that 
had clearly been forfeited. 

In the following account of settlements no attempt has been 
made in general to go back of the actual bare facts. Behind 
the figures there are a thousand circumstances which have a 
bearing upon the case, but even if they were all known it 
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would not be best to publish them. The companies have 
m&de their settlements and there the case muat rest. 

To tell of the brave facing of the situfttion by some com- 
panies, the pftj.-ment uncomplainingly of large asseaamerLta 
by the stockholders, the suffering caused among the poorer 
holders of stock, the weftkcess of spirit, in the eaae of other 
companies, of those who could best afford to pay, would be 
nearly as difSeult as to teil the story of the indindual aettle- 
Dients among the insured. 

Neither haa any attempt been made to go back of adjust- 
menta. Aa a matter of fact some companies which paid their 
adjuated cEaims in full undoubtedly made very close and 
tricky adjustments. Furthermore some companies which 
are credited with having paid their claims in full, less a 
cash discount, were unquestionably not above asking occa- 
sionally larger arbitrarj' discounts, but it has seemed im- 
poafflble to express this fact with the requisite briefness 
without seeming to do an injustice to their otherwise excel- 
lent records. 

Payments at first, in general, were on far less favorable 
terms than later. This was not altogether unreasonable since 
it was impossible to give the early claims as careful considerar- 
tion as the later ones. The reason however, is unfortunately 
miifth more easily explained by the fact that the first pay- 
ments were largely to poor people who were in no position to 
insiMt upon anything better while the aame compaziies later, 
particularly on committee losses, found themselves unable to 
refuse morft lilwral payments, 

A few of the companies paid their claims with no discount 
for CAah ; most of the companies however, took a cash discount 
of one or usually two per cent and sometimes more, if called 
upon to pay before the end of sixty days. Two per cent 
wft« generally rec/jgnized to be, under the eircum stances, 
entirely r^aaonable, and companies paying at this rate were 
held in practically aa high esteem as those that paid in full at 
one*. As a matter of fact, to pay a claim two months be- 
forf! it was due was worth all of two per cent; first, because 
of the difficulty of realizing quickly on securities but sec- 
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oodly, quite as much because it often happened that dining 
the sixty days additioLft! evidence was obtained upon the 
claim. 

In the following list percentages usually refer to claims 
&djusted;in caseof large discounts^ however, the percentages 
refer to the faces of the policies. 

Payments were not due till sixty days after adjustment; 
paymentB "in full"or^Mn full with a cash discount," mean im- 
mediate payments, it being understood that in these cases 
the claim would have been paid in full on maturity. 

In some cases figures have been given that have been sub- 
mitted by the companies. These, however, because of the 
fact that they have not been made up by the companies in 
any uniform way do not seem very valuable for comparison. 

No attempt has been made to include in this list other 
companies than those represented in the adjusting bureau, 
and as a matter of fact several of the Underwriting Agen- 
cies, for lack of information, are not reported upon. Nor are 
reinsurance settlements explicitly considered. Many of the 
companies which did not pay their direct claims in full paid 
their reinsurance claims in full, and very properly; the av- 
erage of all their settlements is thus larger than the average 
of their direct settlements. 

Thehst follows: 
Aachen & Munich, settled most of its claims at 75 per cent, 

but paid 80 to 90 per cent on many claims, particularly 

commi ttce-losses. 
Aetna, settled its claims at 100 per cent. 
Agricultural, began by discounting at 75 per cent but later 

paid mostly in full, less 2 per cent for cash. 
Alliance of JPhiladclphia, paid its claims in fuU, le^ 2 per 

cent for cash. 
Alliance of London, same policy and settlements as Com- 
mercial Union. 
American of Boston, settled its claims at 40 per cent. 
American of Newark, began by discounting but later paid 

in full, less 2 per cent for cash. 
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American Central, paid mostly in full with froiri 2 to 5 p 

cent discount for cash. 

American of Philadelphia, settled its drums at 60 per cent. 

Assurance Company of America, settled its claims in general 
at 75 per cent. 

Atlanta^Birroingham. The representatives of this company 
left the state in May. Nothing has been paid up to the 
present time, although offers of 25 per cent cash and 15 
per cent in notes have been recently received. 

Atlas, settled its claime in full, and less 1 and 2 per cAit 
for cash. 

Austin Fire, settled its claims at from 65 to 85 per cent, 
largely at about 75. 

Austrian Phoenix, denied liability and withdrew from the 
state, having paid no claims. 

British America of Toronto, paid some claims at 85 and 90 
per cent, but largely at one-third cash, one-third iji 6 
months, one-third in 12 months. 

British American of New York, same settlements as the^ 
British America. 

Buffalo German, settled its claims in general at from 75 to 90 
per cent. 

Caledonian of Edinburgh, settled claims at from 75 per cent 
up to 9S per cent, but largely at about 90 per cent. 

Caledonian-American, same settlements as Caledonian of 
Edinburgh. 

California, settled its claims at 100 per cent. 

Calumet. Certain stockholders subscribed speciaJ fund of 
S500,000 upon the agreement of a majority of the claim- 
ants to accept this settlement, releasing thereby the plant 
and already existing assets of the company from further 
claims. The surplus to policy holders at the time was 
$375,000. 

Camden, involved in San Francisco conflagration only as a 
reinsurer. 

Citizens, settled its claims in full, less 2 per cent for cash. 

Colonial Underwriters, same settlements as National of 
Hartford. 
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Commercial Union of London, policy contains eartliquake 

clause. Settled its claims at 50 and 75 per cent, according 

to location. Paid claims of 3500 or less in full and at 

least S500 on claims of $500 or more. 
Conmiercial Union of New York, same policy and same 

settlements as Commercial Union of London. 
Concordia, settled its claims at 75 to 90 per cent. 
Connecticut, settled its claims in fuU^ aad less 1 and 2 per 

cent for cash.. 
Continental, settled its claima at 100 per cent, 
Delaware, settled its claims at from 60 to SO per cent^ largely 

at 75 per cent. 
Dutcheaa, settled its claims at 30 per cent. 
Eagle, settled its claims mostly at 75 per cent. 
English-American Underwriters, same settlements as the 

London and Lancashire. 
Equitable, involved in the San Francisco conflagration only 

as a reinsurer. 
Federal, settled its claims at from 85 per cent up, but largely 

above 90 per cent. 
Fire Association of PhQadelphia, settled its claims at from 

75 to 95 per cent; its early claims largely at 75 per cent^ 

its later claims largely at 90 per cent. 
^^ Fireman's Fund, has paid 20 per cent on claims; has offered 

to pay 30 per cent more in cash and remaining 50 per cent 

in stock of company. Claunants have generally accepted 

this offer. 
Franklin, settled claims at from 75 per cent up, largely at 

about 90 per cent. 
♦German of Freeport, settled itsclaims mostly at 60 per cent. 
German of Peoria, settled its claims at 50 per cent, 
German Alliance, policy contained earthquake clause which 

was not taken advantage of. Settled its claims in full, 

less 2 per cent for cash. 
German American, policy contained earthquake clause which 

■was not taken advantage of. Settled its claims mostly in 

full, less 2 per cent for cash. 
*German National, settled it& claims at 60 per cent. 

•Latcff: En tha huids of a. reeviTw. 
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Germania, settled ita claims at from 75 to 95 per cent, largely 

at about 85 per cent. 
Girard, settled its claims at from 75 to 90 per cent, mostly 

at 75 and 80 per cent. 
Glens Falls, settled its cl^ms at from 90 per cent up, but 

mostly in full, less 2 per cent for cash. 
Globe & Rutgers, settled its claims mostly at 75 per cent; a 

few at 90 per cent. 
Hamburg-Bremen, settled its claims at 75 per cent. 
Hanover, settled its claims at 75 per cent up, largely at 

, about 90 per cent. 
^^Hartford, settled its claims in full, less 2 per cent for cash. 
giiome, settled ita claims in full, and less 1 and 2 per cent for 
y cash, 
^^^ome Fire and Marine, same settlements as Fireman's 

Fund. 
Indemnity, same policy and settlements as Norwich Union. 
^Insurance Company of North America, settled its claims in 

full, and less 2 per cent for cash. 
Kings County, involved in San Francisco conflagration only 

as a reinsurer. 
Law Union & Crown, settled its claims in full, less 2 per cent 

for cash. 
Liverpool & London & Globe, settled its claims at 100 per 

cent. 
liondon & Lancashire, began by paying its small claims in 

full, less 2 percent for cash; in June dropped to payments 

of largely about 90 per cent, coming back finally to 98 

and 100 per cent. Tlie company states that its payments 

have averaged about 93 per cent of the amount of its 

claims. ; 

London Assurant^ Corporation, settled its claims in full, leas 

2 per cent for cash. 
Manchester, settled its claims in full less 2 per cent for cash ; 

all pohcies had been reinsured in the Atlas. 
Mercantile Fire & Marine, settled its claims mostly in full, less 

2 to 5 per cent for cash. 
Michigan Fire & Marine, settled its claims in full, less 2 per 

cent for cash. 




Milwaukee Mechanics, settled its claims at 70 per cent, having 

taken advantage of the Wisconsin Safety Fund Law. 
Nassau, settled its claims at from. 70 to 90 per cent, mostly at 

75 per cent. 
National of Hartford, began by discounting at 75 per cent, 

later settled nearly all its claims at upwards of 90 per cent. 

The company states that its payments have averaged 64 

per cent of the face of the policy. 
National Union, settled its claims at 76 per cent up, largely 

at about 90 per cent. 
New Brunswiet» settled its claims largely at about 75 per cent. 
New Hampshire, pohcy contained earthquake clause which 

was not taken advantage of. Settled its claims in full, 

and le^s 1 per cent for cash. 

New York, settled its claims at 40 per cent. 

New York Underwritera, same settlements as the Hartford. 

New I/ealand, settled itg claims in full, less 2 per cent for 
cash. About one-fifth of the entire number of outstanding 
policies contained an earthquake clause; company settled 
such claims at from 75 to 90 per cent. 

Niagara, settled its claims in full, less 2 per cent for cash. 
North British & Mercantile, settled its clainiB in fuU, less 2 

per cent for cash. 
North German of New York, has paid nothing; company in 

the hands of a receiver. 
North German of Hamburg, company has denied liability 

and retired from the state, having paid no claims. 
North River, settled its claims mostly at 75 per cent; in a 

few cases at 90 per cent. 

Northern of London, settled its claims in full, lesa 1 per cent 
for cash. 

Northwestern Fire & Marine, settled its claims in general at 

from 75 to 85 per cent. 
Northwestern National, settled ita claims largety in full, less 

2 per cent for cash. 
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Norwich Union, policy contains earthquake clause. Settled 

its claims at 50 and 75 per cent according to location. 

Claiois of $500 or less paid in full, and at least S500 on 

claims of $500 or over. 
Orient, same settlements as London & Lancashire. 
Pac^ific Undenvriters, same settlements as Fireman's Fund. 
Palatine, same policy and settlements as Commercial Union. 
Pelican, settled its claims in full, less 2 to 5 per cent for cash. 
Pennsjlvanift, settled its claims in full, less from 2 to 5 per 

cent for cash. 
Phenix of Brooklyn, began by discounting claims at 75 per 

cent; later settled chdms in general at from S5 per cent 

up to 100 per csent; data furnished by the company in(U- 

cate that about 75 per cent of the company's liability 

will have been settled at an average of 98 per cent of the 

amount of the claims. 
Philadelphia Underwriters, settled its claims at from 90 per 

cent up. 
Phoenix of Hartford, policy contained an earthquake clause, 

which led to settlement of early claims at 75 per cent. 

The bulk of its claims were, however, settled without 

reference to the earthquake clause, mostly in fullj less 2 

per cent for cash. 
Phoenix of London, settled its claims in full, and less 2 per 

cent for cash. 
Protector UnderwTiters, same policy and settlements aa 

Phoenix of Hartford. 
Providence-Washington, settled its claims in general at from 

90 per cent up, but largely in full less 2 to 5 per cent for cash. 
Pnisaan National, settled its clainis at 75 per cent. 
Queen, settled its claims at 100 per cent. 
Queen City, began by settling claims at 75 per cent; later 

settled claims in full, ^ving notes in some cases; the 

company states that payments on earlier claims have been 

brought up to the same standard. 
Rhine & Moselle, policy contains earthquake clause. Denied 

UabUity and withdrew from the state. Claims of $500 or 

less have been p^d at 50 per cent. 
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Kochester-German, settled its claims largely at from 90 

per cent up. 
Royal, settled its claims at 100 per cent. 
Royal Exchange, settled its claima at from 75 per cent up, 

but largely at 85 to 95 per cent. 
Scotch Underwriters, same settlements as Caledonian. 
Scottish Union & National, settled ita claims in full, less 2 per 

cent for casb. 
Security of New Haven, settled its claims largely in full, less 

from 2 to 5 per cent for cash. 
Security of Baltimore, in the hands of a receiver. 
Springfield, settled it3 claims in full, and lees 1 per cent 

for cash. 
Spring Garden, settled its claims in general at 70 per cent. 
State of Liverpool, settled its claima mostly in full less from 

2 to 5 per cent for cash. 

St. Paul Fire & Marine, settled its claims mostly in full, less 

from 2 to 5 per cent for cash. 
Sun, settled its claims in full, less 2 per cent for cash. 
Svea, settled ita claims at from 75 per cent up. 
Teutonia, settled its claims in full, less 2 to 5 per cent for 

cash. 
Traders, in the hands of a receiver. 
Transatlantic, denied liability and withdrew fromthe state; 

no claims paid. ^ii ■;"■' 

Union of Philadelphia, involved in 'the San Francisco con- 
flagration only as a reinsurer. 
Union Assurance, settled its claims in full, less 2 per cent 

for cash. 
United Firemen's, settled its claims at from 75 per cent up, 

but in general at about 90 per cent. 
Victoria, settled its claims in full, less 2 per cent. 
Westchester, settled some claims at 75 and SO per cent, but 

later paid largely in full, less; from 2 to 5 per cent for 

cash. 
Western of Toronto, same settlements as British America. 



WilliamsbuTg City, most of its policies contain earthquakei 
clause. Settled claims on these at 50 to 75 per cent, ac- 
cording to location. On such polici^ paid claims of 
S500 or less in full and at least (500 on claims of S500 or 
more. Settled clairna on policies that did not cont^ 
earthquake clause largely at 95 per cent. 



THE SAN FRANCI9C0 COMPANIES 

There are two classes of companies which may be given 
special attention, one, the San Francisco companies, the 
other, the so-called earthquake companies. The San Fran- 
cisco companies suffered triply. In the first place in their 
own home city they naturally had a particularly large amount 
at risk, secondly, their San Francksco securities were adversely 
affected, third, their stockholdere were largely sufferers by 
the fire and thereby lost to that extent the ability to come to 
their rescue. There were but three of these companios, the 
Fireman's Fund, the Home Fire and Marine, owned by the 
Hreman's Fund, and the Cahfornia. 

The California was a new company, less than a year old. 
Its losses were several times its capital and surplus. In 
starting the company the stockholders had paid at the rate 
of S66 per share; after the fire they assessed themselves S240 
per share^ therefore nearly four times the value of their stock, 
paid their losses out of tliis fund in full, leaving the original 
capital and surplus intact. 

The Firernaii's Fund found itself in a very serious positioi 
It not only had a large liability of its own but also a larj 
liabihty through its agency, the Pacific Underwriters, anc 
through its ownership of the Home Fire and Marine. Itl 
seemed at first as though the company would be able to meet 
its obligations and, while thinking itself to be able so to do, a 
new company, the Firemen's Fund Corporation, was organ- 
ized in which the bu^ness of the old company was reinsured. 
This was done to save its plant in case of a possible stamped* 
and to iset free a part of its reinsurance reserve for the pay-i 
ment of losses. The situation became steadily darker, hoi 
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ever, until it became apparent that the company's assets were 
not more than fifty or aixty per ceat of its liabilities. The 
plant of the Hqme Fire and Marine was thereupon abandoned, 
the Fireman's Fund^ aa owner, becoming responsible for its 
liabihties. The Home Fire and Marine bemg known to be in- 
solvent, no attempt was made to reinsure Its outstanding risks, 
A material element of the situation was the remarkable 
degree to which the Fireman's Fund posseased the confidence 
and, as a matter of fact, the loyalty of the people of San Fran- 
cisco, and it found in this critical situation a great forbearance 
and a dncere beUef in the desire of the company to do what 
was right. The plan that was evolved is a novel one. The 
plan, and it has been accepted by nearly all the claimants, 
provides for the payment of 50 per cent in cash and 50 per 
cent in stock of the company; the old stockholders have been 
assessed $300 per share; this should provide funds sufhcient 
to set the company upon its feet and to place $100 behind 
every S500 of the new stock issued to claimants; that is the 
stock, while it represents actually only $100 of money sub- 
scribed, is issued to the claimants at $500- It is planned to 
merge the new Firemen's Fund Corporation with its capital 
of 81,000,000 into the old company. The issuance of the 
stock at this anticipated valuation is of course equiva- 
lent to deferred payment since under the best of circum- 
stances it will doubtless be some years before the value of the 
stock together with the dividends paid are the equivalent of 
the nominal valuation. A syndicate has been formed, en- 
tirely independent of the company itself, to take the stock 
of those who desire to dispose of it. 



EARTHQUAKE CLAUSES 

The so-called "earthquake clauses" found in the policies 
used in San Francisco are as follows: 

(1) "This Company shall not be liable for loss caused di- 
rectly or indirectly by invasion, insurrection, riot, civil war or 
commotion, or military or usurped power, or by order of any 
civil authority; or for loss or damage occasioned by or tlirou^ 
>any volcano, earthquake, or hurricane, or other eruption, con- 
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vulsion.or disturbance ; or by theft ; or by neglect of the insured 
to use all reasonable means to save and preserve the property 
at and after a fire or when the property is endangered by fire 
in neighboring preniiees; or (unless fire ensues, and, in 
that event, for the damage by fire only) by explosion of any- 
kind, or hghtning; but liability for direct damage by lightning 
may be assumed by specific ag;reeinent hereon." 

(2) "This Company shall not be liable for loss caused 
directly or indirectly by invasion, earthquake, insurrection, 
riot, civil war or commotion, or military or usurped power, 
or by order of any civil authority; or by theft; or by neglect 
of the insured to use all reasonable means to save and preserve 
the property at and after a fire or when the property is en- 
dangered by fire in neighboring premises; or (unless fire 
ensues, and, in that event, for the damage by fire only) by 
explosion of any kind, or lightning; but liability for direct 
damage by lightning may be assumed by specific agreement 
hereon," 

(3) "This Company shall not be liable for loss caused 
directly or indirectly by invasionj insurrection, riot, civil war 
or commotion, or mifitary or usurped power, or by order of 
any civil authority or for any loss or damage occasioned by 
earthquakes, hurricanes or volcanic eruptions, or from the 
burning of forests or the clearing of lands; or by theft; or by 
neglect of the insured to use all reasonable means to save and 
preserve the property at and after a fire or when the property 
is endangered by fire in neighboring premises; or (unless fire 
ensues, and, in that event, for the damage by fire only) by 
explosion of any kind." 

(4) (On the face of the poHcy) '* does insure 

against all direct loss or damage by fire, except caused directly 
or indirectly by invasion, earthquake, insurrection, riot, civil 
war or commotion, or military or usurped power, or by order 
of any civil authority, and except as hereinafter provided." 

Any one of these clauses evidently made the liability of 
the company questionable. There was, beside these clauses, 
a clause which in various forms contained a reference to 
earthquake, but instead of tending to release the insurer its 



effect is apparently to fix the responsibility more definitely. 
This is (all the forms being much aUke) ; 

(5) '^This Company shall not be liable for lose caused 
directly or indirectly by invasion, insurrection, riot, labor 
strikej civil war, or commotion, or niihtary or usurped power^ 
or by order of any civil authority, to prevent the spread of 
fire, whether such order be legal or not, nor in consequence of 
any neglect of, or deviation from police or municipal laws^ 
rules or ordinances where such exist; or by theft at or after a 
fire; or by neglect of the insured to use all reasonable means to 
save and preserve the property at and after a fire or when the 
property is endangered by fire in neighboring premises, or 
(unless fire ensues, and, in that event, for the damage by fire 
only) by explosion of any kind or from any cause, or the 
bursting of a boiler, or earthquake, or hurricane, or hghtning; 
but Uability for direct damage by h^tning may be assumed 
by specific agreement hereon." 

The fallen building clause, which in one form or another is 
contained in all policies, Is given herewith: 

(6) "If a building or any part thereof fall, except as the 
result of fire, all insurance by this Policy on such building or 
its contents shall immediately cease." 

In some cases this clause legitimately released the company 
from hability and in other cases was the basis of compromise. 

It may be interesting in this connection to quote the earth- 
quake clause used in Valparaiso by some of the compames 
having an earthquake clause in their San Francisco policies. 

(7) "This pohcy does not cover loss or damage by fire 
occasoned by or happening through or during the existence 
of any earthquake, hurricane or volcanic eruption unless 
proof be made to the satisfaction of the Company that such 
loss or damage was not occasioned by, or through, or con- 
nected with, but occurred from a cause or causes indepen- 
dent of any such contingency." 

THE ''EAHTHQUAKE CLATTSE" COMPANIES 

The companies whose pohciea contained an earthquake 
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cla\]se are given herewith and the particular clause used 
is referred to by number as given above: 
Indemnity J 
Norwich Union, 
Proridence-Washicgton, j- (1) 

(20 poheies) 
Williamsburg City. 



Alliance of London, T (2) 

Commercial Union of London, A few building policies con- 
Commercial Union of New York tain (4). 
Palatine. 

Rhine and Moselle, clause same as (2) as regards reference 

to earthquake. 
New Zealand (300 old policies (2); company adopted 

New York Standard form two years ago). 

German Alliance^ 

German American, (3) 

New Hampshire, 

Phoenix of Hartford. 

One group of companies whose policies contained an earth- 
quake clause, the German Alliance, German American, New 
Hampshire and Phoemx of Hartford waived the clause al- 
together. ! :^ 

The policies of the North German of Hamburg and the 
North German of New York both contain clause nuniber^S. 
In spite of the fact that the clause apparently distinctly limits 
the liability of the company so as to indtide damage by fire 
resulting from earthquake, the North German of Hamburg 
has based a denial of liability upon this clause. 

The WiUiamsburg City at first denied liability altogether. 
The Alliance, Commercial Union of London, Commercial 
Union of New York, Indemnity, Norwich Union and Palatine 
neither afl&rmed nor denied hability. They with the WiHianifr- 
burg City were advised by counsel that they were not liable 
to their poUcy holders and that their stockholders could hold 
them legally responsible for any payments except in the case 
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or coinpromisG; they were advised that a basis for compromie 
could be found in the uncertainty attendant upon all liti- 
gation, in the expense that would accompany suits and in 
the disturbance of their business relations, both in this state 
and abroad. Engineers had been employed to make a 
survey of the city; on the basis of this an arbitraiy line was 
drawn so as to include all buildings supposed to have been 
destroyed by fires caused directly by the earthquake. In 
this region the companies compromised claims at 50 per 
cent. The destruction of buildings in the remaining district, 
although acknowledged not to have been due entirely to 
fires caused directly by the earthquake, is claimed to have 
been due indirectly to the earthquake by the breaking of 
the water mains. In this region the companios compromised 
claims at 75 per cent. 

OHaANIZATTONS OF POUCT HOLDERS. 



Many organizations were formed, mostly private, for the 
purpose of facilitating the collection of insurance. These 
were concerned mostly with bringing suits in this country 
and abroad against the companies which denied Uability. 
Kepresentatives of these organizations are now in Germany. 
The companies which denied liability are the Austrian Phoe- 
nix, the North German of Hamburg, the Rhine & Moselle 
and the Transatlantic. 

One organization in particular deserves notice. This, the 
Policy Holders' League, was formed late in June at a mass- 
meeting called by the commercial bodies of San Francisco. 
The organization was of a public character, membership being 
open to anyone. The league had the backing of the best, 
most conservative business men of Son Francisco. Its pur- 
pose was a broad and generous one, to promote in all ways 
possible the best interests of the insured of San Francisco. 
In particular it was planned to make collections at actual 
cost. The league was organized too late, however, to be of 
any great service in this respect, and this feature was aban- 
doned. The league has continued though to act pubUely 
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in an advisory capacity, for instance, with regard to the 
-E^emaa's Fund and Calumet getllements. 



irl. 



WHAT THE EARTHQUAKE AND FIHE HAVE TAUGHT 



■ There are many lessons to be learned from the eartliquakc 
and conflagration. In the first place it has been deiiion- 
Btrated that thoroughly well coastructed buildings oa a good 
foundation are not materially datuagod by such earthquake 
shuclcB as that of April lath. Tlicrc is a great masd of evi- 
dence upon the effects of fire and earthquake upon various 
building materials and types of construction, there is no evi- 
dence at all upon the use of water in fighting conflagrations^ 
there ia a large amount of evidence upon the use of dynamite 
in ett^ping fire, there is notliing to be learned with regard to 
the mceti<3^s of adjusting, there ia much evidence of the «vi:ls 
of the reinsurance system as used in San Francisco, there is 
much to be learned mth regard to the organi;iation and band- 
ling of a situation of this kind on the aide of both the insurers 
and insured. 

We owe to the conflagration the fact that the status of 
the reinsurance reserve in tiie case of insolvent conipaniee 
hasb^en brought into question and that we are likely to have 
judicial decisions thereupon, that we are more definitely to 
aiscertain the position that foreign insuraiiice companies may 
occupy in our country and that thereto we are to teat the 
standing of the insured in foreign courts, that we are to Have 
judicial decisions ag to liability under the earthtjuatte clause. 

The lesson that the insured will take most to heart is that 
inaurajice will not take care of itself, nor will hie brokti-r take 
care of it for him without some watching. The ineurance 
interests of a business house are immensely important and 
should be looked after by a trained person. The conflagra^ 
tion has sliown, as has the recent life insurance invcstlgatioD^ 
the seed of popular education in insurance. 

i THE CONFLAGRATION HAZARD 

It did not need this fire to call to the attention of infiuraaco 
men the importaace of the subject of the conflagration haa- 
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ard; it was a vital question alrcndy, in fact, it had been only 
tew months before that ftix elaborate report on the conHagr*- 
tion hazard of San Francisco had been \es\nx\ by the Nftt.ional 
Board of Fire Underwriters, being one of a series on the large 
cities of the country. But to the insured the conflagration 
hazard was a very vagve idea^ not definite enoTig;h to prevent 
him from grumbling at paying preniiuma that were larger 
. than what were reeded barely to pay ordinary losses. It 
seems an opportune time to discuss the subj wt of the con- 
flagration hazard — wliat the companie& may reasonably do, 
and what the insured may do to safeguard his rights. 

The rate in fire insurance is designed to cover, first, the 
fire hazard, second, the expense of doing the business, and 
third, the profit. The fire haxard is of two kinds, first, the 
hazard of ordinary fires in wliich one or a few buildings are 
burned, second, the conflagration hazard. Thi.' two things 
are practically distinct in epite of the ditficiilty of drawing 
the line between thoin. If the conflagration hazard were 
eliminated not only would a large part of tlie premium be 
cut out, but the business of fire insurance would be one of great 
steadiness. For with a multitude of riska the fluctuations 
would be relatively small and would be due niainly to general 
conditions that affect all business in much the same way. It 
would then be unnecessary for companies to hold large sur- 
pluses. Such for instance would be the condition of a com- 
pany which wrote business only in the country. 

In spite of the fact that fire insurance is usually a private 
entarpnse there ia no more fundamental fact than that the 
companies stand simply as agents of the insured. That ia, 
instead of tlie company insuring its policy holders, the policy 
holders really insure each other and the company simply 
manages the details of the transaction, fn insurance there 
are no Values created, they are only distributed, and whateviT 
the company distributes must be oollceted. 

There could be no in.Hurance if there were not a large num- 
ber of the insured, There nuist he a large enough number 
of the insured to furnish an average that will be free from 
large fluctuations year by year. For ordinary fires this may 
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be obtained in a small section of the country and even in a 
single city. For instance if there were no danger of sweeping 
fires a company might very safely write buoness in San 
Francisco alone. 

So much for the ordinary hazard, but the conjQagraticn 
hazard is of an entirely different character. Here the in- 
habitants of no one city could constitute the insurera, for a 
conflagration might sweep them all down. The insurers 
must be taken to be the inhabitants of many cities, as many 
in fact as can be found for which the conflagration hazard is 
nearly the same. But still the average is not obtained, for 
even in all the large cities of the country together, conflagra- 
tions do not occur in any regular way year by year. It is 
necessary therefore, to take not any one year but a long series 
of years in order to obtain the necessary average without 
which there can be no real insurance. But even then the 
average is far from stable; the San Francisco conflagration ii> 
three days did more damage than all the other large conflagra^ 
tions in this country for the last forty years. The only con- 
clusion then is that it is impo^ble to have any such perfect 
insurance against conflagrations as against ordinary fires. 
Insurance is a wonderful institution, but there are limitations 
to its usefulness. 

These considerations have a practical bearing. The part of 
the premium that is collected to meet the hazard of ordinary 
fires is expended during the year, the year beii^ in general 
sufficient to furnish an average, the company being required 
to hold as a liability the part of the premium that is still un- 
earned. The part of the premiima, however, that is dedgned 
to meet the conflagration hazard wiU not in general be ex- 
pended during a single year, but must be kept perhaps fOT 
many years till the occasion arises for its use. This fund is 
called the surplus, but very unfortunately; it should be called 
the conflagration reserve and should be treated as a liability, 
just as is the reinsurance reserve. Surplus is something 
"over"; this is not "over," it is held for a definite purpose 
and hence ia a strict liability. This is not a quibble over 
names, it is an attempt to demonstrate the accountability of 




a company as regards its surplus, the surplus being-'in reality 
contributions of the policy holders against conSagration. 

Admitted then to be a liability; what should be its amount? 
Thefe are two methods conceivable for its determination, 
the retrospective and the prospective method, just as in life 
insuraDce, The retrospective method aiial>"zes the premiums 
into a charge for ordinarj- fires and a charge for cooHagra- 
tions; this would be ver>" good in order to ascertain what the 
annual increase of the surplus should be. But the prospect- 
ive method gives the real criterion of its size. The "average" 
failing to exist in any reasonable time, the size of the con- 
flagration reserve cannot be based upon what is necessary 
to meet the "average" conBagration, but instead must be 
baaed on what is necessary reasonably to meet a "'worst" 
conflagration, that is, the size of the required surplus shall be 
determined by the amount of the aggregate risks that are ex- 
posed to a single conflagration. 

To summarize then, surplus should be treated as a liability 
and itg amount determined by a reference to the aggregate 
risks exposed to a angle conflagration. A company's busi- 
ness then in a single city must be limited not necessarily to 
exactly the amount of its surplus, for practically there is not 
enough insurance to be had to make this possible, but it 
should have some definite ratio to its surplus. But how 
je a new company to get a surplus? In either of two ways, 
start small and grow big, or else put up the surplus in 
the beginning. And here is the function of the stock com- 
pany rather than the mutual company. The insuTEtnce prin- 
ciple proper breaks down when it comes to dealing with the 
conflagration hazard and requires a boost from something 
else, namely, private capital that is willing to assume risk for 
the sake of gain. Pure insurance, only where there is a proper 
average, may be entirely mutual as life insurance and fire in- 
surance in the case of well scattered risks. 

A new company then which desires to write business ex- 
posed to a conflagration hazard must put up a surplus. As 
the business developes and the surplus grows the company 
may take on a growing amount of city business. If the 
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company shnuld desire tn write le» «Wy fNMlMli *f wiy 
time or Co retire Altogf!th«r, part rir aU of thn narpfcn WfiuM 
be freed from ita character an a Hahnlity a,nd wonldi bft at 
the diapoBol af the <;ompAny, 

The result arrived At is nn ttna^ thiag. It in nnthinpf 
but wbat has owied to '^vr'ry $h«ttgMfii( piMton who han 
kzLown the tnsmwuK flituation foUmrtng ft msAiy^irm, ft 
in dmidjr aa inostAnce upon inmn ewlfllwiWliWiWMwi hetwnAn 
the reantircRa of a company :incl t.h« otmmMI St vUl in a r^g^n 
subject to a single cnntiat^axinn, aa attampl Mutntfnri* r/^ priv 
v^Dt companies with a Rapitoi' sid stirphw of 92/iO.Of>0 brit 
with aa energetic a8Bt>.fia»— wminff tbg iinBftlgrtk» iMIf 
that belong to a eo m nwi y fltfatt timai ttoC rfM; MMi^, 
izL this case ^le coEnpanies that am now ahl« to pay rmly ^ 
toB^Vpererait. NoCice intibetiUe the gTM tHgt iK *«Am 
tf tbe ratio ni premium ixmamm te vnAAIvaNftK 

You may aay, leave such compsniitfl U> p>>riRh of thmr own 
^PUJopa i iiiiiiiifii H i hi a i , : that wwrid da wuj (■■Ij) it ic wwft 
Uli iMiipiTijr nrfflinrtr unffi nwt, fantrtlutiinBCMKHfltrara nv 
the poiicy boldi^n. Ther^m, tobeflire, dUievoitiHl a«tWMi«if 
Ae Iffircf cfae asrviniit«C dw fit, Kutif i imm » waju w»»l» 
%■!> wHwali anrf 1wfl^M■mlirt <apq# tUmwaMi fa ftrttw 

Briinv^ jm @o into a tfaeanr it lanki ha mrfl it ymi 'WtTPi 
aU^ TMBBelf to PTaminp inta ttar afeCy of Sh» boildint;; 
sbs dwc is doc of the ifoeiitioii ttic emet bMt tJilDK ur m 
bvitttnf-iBv. 

& k alrm^ ggnai^ dlfcntt tfiiMiilTr to Icovir tlwr fltvwi* 
c£«niiMmBB» nompsoy to flMOBW a vMt^ Cn vtMr rff tlw 
of ffaras diM, thB ana bMt tfanif ia a- l«r 
TTwii ia II laiii MigBilWB.Iiilifltl! for tlw 

Sow it iaimlr fair 

.IBJ 
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billty in r.mv a mni\iiff-iili()tt liiiMOeciir;L'il tihoiild hujiniitcd to 

tliJH nmitutd. 'l\m IxiJig a [iiirt of tlui contnict introiJiJiccH 
no (I'loiiMrut of nniiunit'Hn, Uiu iiinuri'd iiiHtumJ uf liuyiu^ in- 
HurAm^t; ml^l thnQretirally unluiiitrxl lifttrility but prar-twdly 
iiirmi dt«;idf*|]y liiniti'^d hciiautw! of the; w< 11 known cxpi-nwi 
and di-ky of UUf^itiori mid lln- iincli-Mirevhlnn'ihi^^ uf mci-ivcr- 
lli[|M, htiyn Jnnnrrim^! in whicJi IhililliLy in definitely and liigully 
lUiiit^iJ; hut tli<r proU'Cfirfn Ih htundardJicird. 

'l\i\n iiK^iri Vi not h hiiiIUt of fjir-uwuy tlicoreticul inl.ori!Ht; 
it In vitJilly uonimctcd witli thu ar.tuid tiitiiutli^n in San I'Vnn- 
oI«C(K No fjicl Um Imiwi nujrc strikinij; tliuii tlittt jirndirally 
thi-1 Ijiibility of tli(-' ronipuriicM Iuvh hfi'o liniiti-d. In ttpitis of 
l!i4t fiir^t thjil iitnnipHDicrt t^ould Iti^ hroiiKlit into tliin C'OurtH nnd 
rorn[N!l]i'd to pny UicircliuniH in full or hiulriviJi into itch nuwl- 
(tdK^nl 'mmt\vi.'uv.y, in Hpitc of tin': fju!:t thut tfu'n^ in n Htiili; law 
ri'KrmJinp;Nt4ri'.klioldi-rH' unlinaU-d tiHl)Uity,it inn nioHt nobdile 
fact thut hut tliriJC! (MMnjianiru hit in tbc^ Imnda of i'umvi!rB„ 
tlirit i^tdt'ii tlmi) hiilf tUt." cotiipiinii'H liavt- \n'.vn iilili- tiri ru'ttlt) 
thrii' i;[idMtn ft(. \rm ihtm tlii^ir fiiro vtiluci with h:w InwHuit^i^, 
tliii.1. I'oiiiptiiiii'^ whii'li hu\H^ jniid but fifty utid t^ixty pi;[' mmt 
um llknly to ho HbUi to cIoho out thuir claiiut) and yrt prnHorvo 
thrir [ilriiiit^'. Thin in a ntuii* uf rirfwiUy liioitcd linhility;, 
Wlii[;h \ti thi! ticttMj-, tliciir4'tii.-.ally uriliniitnl liability with m^ih 
an attmdarLt lioHt of dlNaK''<^^'i^bU^ f(iaturi?K uk wo havu hud In 
Kan I'l-iLiiriiifij, unioiitit'iiij' iiw fi itovttcr fjf fjirt to liiiiit^Mj 
liability, or ii. li-K'tlly rmiih'd ISiihility with Htimtlardiscod 
protiintion^ 

Nnlliini; i;* Hfiinol by l.fildti}; the juiuriil t:if fli-nh. To drivo, 
a runiptuiy into itif*olv^'ni7 niul Ihcrnby (h'ntroy itw pliirit im to 
kill thti icouw! thiit iiild tho Kuldini i%i^, Bot u nmtionabla 
HtundfinJ of proti^clliMi ii^uinNt conllH^nbtioii, ihv.u i/ thia 
httN bnt^n obmTVi'd abHolvn tlii^ rornpnny I'lnni further linhitity., 
TJHT cionipimy will tlum Imvo mivtid it« plant and rnay iv^-, 
iiiinhniely gti (111 lit liitNiiii-MM III! vvliuti'ver Nc^ale itH miiriining! 
fiindNor fuiidH to bo jiiit op by itH Hlockhttldi'i'H will wurriLnt. 

l^hi^ drtidiN of Niiob it plan onn numift'Ntly nut bo givm hvT^^.^ 
hut it In pi-rfiii'tly piiNNibln to work theni out in nn entiri-ly 
prantioal, conniHttitit wuy. To wuin up, liuwc^ytT, tln^ advuDiT^ 
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tages of such a plan are, first, qo compAny could write an 
inordinate amount of business and so nullify its capacity to 
indemnify; second, there would be better, and not only better, 
but standardized, protection against conflagration; third, 
the business of fire insurance with this element of uncertainty 
removed would be far more attractive to capital and would 
appeal to a better class of investors. 

This, by the way, might apparently seem to be dictated by 
a thought of what would be best for the companies. Not so 
at ftU. The fundamentally mutual character of insurance is so 
dominant that the company is almost lost sight of. As a 
matter of fact what is best for the insured and what is best for 
the company are in any large matters identical- 
One point more; it may be said that a law of the kind pro- 
posed would work a hartMiip upon the small company. No 
great hardship; a small company may do as much country 
business as it pleases, and it may take a share of city business 
proportionate to its size. To attempt to minimize the ad- 
vantage of dze in fire insurance is ridiculous. Nowhere else 
is it more true that "to him that hath shall be given"; it 
reads: "to him that hath a large surplus shall be given much 
city business and from him that hath not shaD be taken away 
(by reinsuring it, if a company can be found to take it) most 
of that which an over-^nexgetic agent has written." 

And now let us come back to the immediateh- practical 
business as it is today. Massachusetts, which has alwa\^ 
beoi the leader in intelligent insurance le^slation, had a 
law a few years ago limiting the amoiint of risks that a com- 
pany niight assume in any one of certain districts io Boston. 
The law was repealed. It was presumably found that with 
the law in operation ii was impossible to obtain enougji 
insurance, the reason of course being that, while the legally 
pmscribed hmit would have yidded as] much insurance as 
before, as a matter of fact the conservative companies would 
Dot write up to the limit allowed. There was therefore a 
deficiency of, to be aire, a ^*ecT poor type of imirance, 
bunely* OUA that ga^~e practically no protection against con- 
but nevertheii!^ it gave fairiy good protectkm in 



the ease of ordinary losses, and for this purpose, in the lack 
of anything better, could not be spared. 

This, then, apparently disposes of the practical possibility 
of placing a limit upon city-risk. Yes, absolutely, in large 
cities if the supply of insurance is to be always limited to 
what is available now. But the one hope of bettering insur- 
ance protection against conflagrations is the enlistment of 
more insuTance capital, and the one way of doing this is to 
make the bushiess more attractive. A limited liability law 
would do this. As a matter of fact the safety-fund laws of 
various states New York among the number, are exactly of 
this nature, but if the liability is to be limited the simplest^ 
mq&t natural limit seems to be had by a reference to the 
aggregate amount exposed to a single conflagration as out- 
lined above. 

Still as a matter of fact whether liability should be 
limited to the surplus, the surplus and capital, or to the 
surplus, capital and the excess of the unearned premium 
reserve over the actual cost of reinsuring the outstanding 
risks is a matter of detail; the important thing is to grant 
some form of limited liabihty in case of conflagration that 
will save the plant; but it should be granted only if there is 
the proper commensurateness between the conflagration-risk 
and the company's assets. 

Is it worth while to think of conflagrations or do they 
come so seldom that we may go on in sweet oblivion ? Is 
the insurance business to be organized with the possibility 
of a conflagration clearly recognized or is it to be based on 
ordinary loss, and Heaven help us if we have a conilagrar- 
tion ? A conflagration may be a theory in New York but it 
is a fact in San Francisco. Tlie conflagration hazard, bas- 
ing it upon the three large conflagrations of the last fifty 
years, excluding the San Francisco conflagration, and 
spreading it over the twenty largest cities of the United 
States, can be demonstrated to have been (on the assump- 
tion that the rates have been adequate) , on mercantile stocks 
half as large as the ordinary hazard, and on so-eallod fire- 
proof buildings scveraMimes as great as the ordinary haz- 
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ard. This does not appear to be a hazard that should be 

neglected. 

INSURANCE LEGISLATION 

Nothing ia more ctrtain tham that there ought to be more 
money invested in the fire insurance business than there is 
to-day, or than there has ever been, if there is to be adequate 
insurance protection for large cities. To this end as haa 
been said, it is desirable that the business of^re insurance 
should be made as attractive to capital as may be consist- 
ent with the_E2fid_of Jthe^ineuredt 

J^ long step in this direction may be taken by applying 
intelligence and fair-mindedness to the subject of insurance 
le^Blation; in fact intelligent legislation would have the effect 
of improving conditions for both tiie insurer and the insured, 
for inevitably any restriction upon the insurer is immediately 
Bhifted to the shoulders of the insured. But in our present 
condition in California the thing we least need now is more 
lepwlation. Publicity is better than legislation, and for some 
years (ire insurance will continue to be a matter of public 
interef:!*. There is no more inexorable economic fact than 
that unwise legislation will do one of two things, either raise 
the rates or drive companies out of business. The best 
thing that could possibly be done for the insured is to 
remove all unnecessary restrictions from the companies and to 
encourage the formation of organizations for properly ad- 
justing rates and presen'ing stable conditions. 

Such organiaations seem to have the character of trusts, 
but in reality their nature is entirely different. Of course 
any organization may be used in such a way as to prevent 
competition and doubtless Boards may be and have been 
used for this purpose; but there is nothing in the fundamental 
nature of a Board as rate-maker that tends to restrict com- 
petition; quite the opposdte; for this iofonnation regarding 
rates must of necessity become largely public property, and 
b to that extent generally a\-ailftble for whoever will to use. 
There will always be non-Board companies and rates will 
always be kept down by corapetitiorij 




eTANDARD FORM OF POLICY 

There is one matter that will almost surely be brought up 
at the coming meeting of the legislature of this atate, 
and that is the adoption of a standard fire insurance policy. 
The more simple and uniform the contracts in an insured 
community, the better all around. There are some very 
strong reasons for adopting the New York standard fonii 
of poUcy. 

1st, it 13 the beet existing form. It was made care- 
fully by a committee from the ineurance companiea and the 
state superintendent of insurance. 

2nd, the creation of a new form would be a work that 
should require far more time and thought than could possibly 
be given to it now. 

3rdj the New York standa,rd form has been adopted by a 
number of states and, in the twenty years it has been in use, 
has received a large number of legal interpretations. This 
is unquestionably the point of greatest importance, since a 
policy has no surely ascertained meaning till it has receiY,ed 
the interpretation of the courts. . . r. 

, TJie policy, to be sure, does not impress one with its sim- 
plicity nor its fairness to the insured; it i^ not ai^ 
ideal poUcy; but its faults are lessened by the interpretations 
of the courts. At any rate this is no time to experiment. 
San Francisco needs now more than ever all the insurance that 
it can get and it is not expedient, to say the least, to run the 
chance of driving companies away that are already not ov?r- 
snre that they wish to stay. 

If a standard form of pohcy is adopted there should be 
some prescribed method of adding quaUfying clauses, as for 
instance in red ink. There are some companies that wilt not 
do business on this coast without an earthquake clause. They 
should be allowed to offer their goods for sale, provided the 
^oods are property marked. 
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A DEPOSIT LAW 



" The state platform of one of the political parties contains a 
recommendation in. favor of a state deposit law. This must 
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mirply Jiftvo h*'(in ftdfjpt.p<l iindor * rnwnpjjrrihmBion, p^irliftpa 
U\fi\\\m of ili^ fcnliiiK tliftt if ft fJcpfisH, ih Ui lie rnftdc, Uir iiioro 
cUwt^ly ftt lioiiif it. JA mwlp, thp lifl.ttT. In reality a luw rfv 
(juJriiiK A oofDpftny Uj iri»ki.< a df:p(;]«it uf any (vd(;giiiilLiK-B9 in 
thf} Fitntr, if luloptnd liy ilII ntat(«n, wrmld drivn frirciK') ici- 
mirAnr^f) ('offi|rariip« froiri Uk^ (umiitry. If "rurcign" iMrjinfl 
Amrrtrnn (iniiipHnirn th»tari; rioit-Cnlifoniiun, r.hni niicJt n Inw 
evrn if finFsiFHid l^y ('ftJifonik alfm/' woiikl Icill t.fif- ('alifornlfr 
ooiiipntiicA, licfmiRH nf tlio rf^tulijit-ory laws of (jtlirr RLatfs, 
wliinfr woiil'i wi»lrfl UiR CftlifiiniJH corripniii'.^^ to iiiulto thfl 
f»iiTiE> (Ir-pdNit, iti rvr^ry Rtatff In wliin}i tlmrc wun niirh n law. 
r«!iry ItnlrlrrR wniiM bf« snfliciontly prot<*tiHl if t.lif law prr^ 
vidwl for fiirulp anywhrp in the United Stutis tor the bmi-iit 
of Uiiltpd Htfttcfl pfilicy ImklorH, 

Onp nf ihr inost: rcitiftrknldc frnliiroFi (if Hm prpRmf, m- 
fliirftJK'p niMiuLlriti, nn has \irm mU] hcrnr'i, has ijf^r/t the r&- 
mftrkdiily ^inall ritiinlirM' of nppcalu Uiat liavr Iwcn intwlt! to 
f.lif rriiirtR, TliM ntirifiruiicH tliiil. Iihvh fniiiirj dlfrirulty In 
mnkrnj:! rotnprfniiisr 8rttlotnrn(,s havfi not \»}im tlm com- 
pftnira wliirh wrrr "liani tiii" nr '^flnwii and oui," Init the 
muiipfifilcn wlilfli wi'i! lilrli' tn pay. In spitt- of the fafi tfiflt 
rallfnt-iiia lian u Rlockhuldcm' individunl lifihilily law, lliere 
Ifl aotiially* tikrly Ui hf nn t.fst made of it. Thifl is certainly 
an r'l'itlffal n Rihiatkui as is likely (.(p ocfiir niid if Mtr law in 
tliifl i)nw] in nlH'wn not to roriTHpond to a populnr wiml it 
fllunild by all Pnoaris }«■ lepcalod, at leant, no far (w it applies 
to liimtnincr rompaiiii'M, foriU pmHrnnc arts only t<t kwp 
earofid (totnpiwiies out of tfio state. 

1TKlllltlWRTTtl>fr; AdBNCIBB. 

It Ih Imrd. at liani for a layman, to iin<]rr»tftnd liow the 
cxlfltciH-n of uiidfiwrili'm' aj^i'itrirn ean }m for tbr Itoflt fcfood 
of Ipiffitifimtn niulni writing, Tlipy po&sppfl no ABsyta and are 
not roMigiviK'd hv thy IiiHirraiU'i' Conn niwlo nor. In a titno 

* l«t»r, iiilU liiii>« iiwn l>»e*iti In Olik<iis>i, 
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such as the preeent, their effect is to interject an irresponsi- 
ble element between the insured and the real insurer. The 
only reason for the existence of Buch underwriting fictions is 
apparently that a company and a fiction can do more business 
than a company alone, but the question is, can not any com- 
pany through its ordinary channels do as much business as 
it legitimately should. 

PIRE WASTE. 



The most discouraging feature of the Fire Insurance isitua= 
tion in the United States is the indifference of the American 
people to the enormous annual fije-Ioss, due principally to 
flimsy and meretricious construction. la it generally known 
that the average rate in the United States is over twelve times 
as large as the average rate in Great Britain and twenty- 
eight times as large as the average rate in Spain? 

It is to be feared that cheap eonstruction is such an in- 
grained natiolia.1 fault that it ia almost hopeless to combat 
it. But San Francisco with its monumental lesson from earth- 
quake and fire should think of these things seriously. The 
insurance companies are exerting an influence for better 
things by penahzing bad construction and making allowances 
for good construction in their rates and they should have 
the support and interest of every good citizen. There is one 
sure way of preventing conflagrations, and that is by giving 
fire nothing to burn. 

SELF-INSURANCE 

One of the questions that has been raised by this situation is 
with regard to self-insurance. Under what conditions is self- 
insurance desirable and good protection? In the first place 
there must be enough risks to yield a good average, second f 
these risks must be scattered in such a way as not to be subject 
to a single conflagration. Self-insurance in San Francisco, 
even if the risks were large in number^ would not be safe. 

There are evidently some who suppose that carrying no 
insurance is in itself self-insurance; not in the least, it is simply 
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not being uu^ured, not even by one^self. Insurfltice is a plan 
for averting the severe incidence of a loss by dividing its 
efTtfcts among all those who are exposed to a like hazard. In 
self-insurance the contributorg are the whole of the risks, but 
their contribiitioiis niuet not be held in abeyance and then 
called upon when a loss comes, but they must be placed in a 
fund. The difference is just this ; if the (wntributioos are not 
actually segregated they are likely to be so tied up in the 
properties involved that when called upon suddenly the 
setting of them free is as dieaistrous as the unshared loss itself ^ 

The contributions of the various properties should instead be 
collected into a fund and invested in easily convertible se- 
curities. In some conceivable cases the investment might be! 
made in the very class of property insured; in such oases no 
insurance and self-insurance would be the same thing, as for 
instance in the case where a man owns a large number of 
rented dwelling-houses. The loss of one of these does not 
conje as a shock to the whole property. 

On the other hand, suppose a property consisting of Aiy^ 
tacbed buildings of a manufacturing plant. When the paint' 
shopbums it is adistiinct lossand must be individually replaced; 
and yet the blacksmith's shop cannot be sold to pay for it, ntff' 
the ofSce building; they are all needed and indemnity cannot 
be furnished from any of these sources. If a wise course has 
been pursued the premiums that would have been paid to an 
insurance company have been invested, not in the business it-' 
self, but in S(icuritles which have no connection with the 
business. 

No properties should enter upon self-insurance until an 
insurance fund has been collected. The entrance, therefore, 
^ould be gradual; year by year, as the fund grows, insurance^ 
in companies may be discarded. What the size of this fund' 
should be depends upon the nature of the properties and tbe' 
number of separate risks. 

PIBE INSURANCE PROFITa 

In connection with this confiagration it is interesting to" 
draw attention to the profit account in fire insurance. Tbe 
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tinderwfiting profit has averaged lately, that is for t!ie last 
ten or twenty years before the San Francisco fire, about 3 per 
cent of the gross premium receipts. It ia probable however, 
that the lo^ in this fire will gweep out all such profit for the 
last fifty years. For if, off hand, we take the premium re- 
ceipts in the United States during that time to have been six 
bJlHon dollars, which is probably more rather than leas than 
the true amount, the profit must have been somewhere near 
S180,000,000. The amount that will finally be paid in San 
Francisco is probably at least as much as tins, thus leaving 
no underwriting profit during this time. 

This does not mean, however, that the business has been 
conducted at a loss, for the principal Bource of profit ia the 
interest on eecurities. As the assets of ft company, which 
consist of the unearned premium fund, the surplus and the 
capital should be several times the capitals interest on these 
at, say, 4 per cent would give an excellent return upon the 
capital. When, however, one considers that the surplus is 
often largely made up of contributions by the stockholders 
and that not unfrequently they have been called upon to 
subscribe new funds to carry on the business, the return does 
not seem too large for the risk that is assumed. 

CONCLTTSION" 



A few things remaitt to be said in conclusion. In the first 
place^ unquestionably, taken all in all, the companies have 
done remarkably well. An immense sum of money has been 
paid into this city, a far larger sum than companies have ever 
been called upon to pay at one time before. In spite of the 
earthquake, in spite of the nearness in time of the Baltimore 
and Toronto conflagrations, the companies will finally have 
paid undoubtedly in the neighborhood of 80 per cent of the 
amount of insurance involved. At Chicago there was 50 
per cent paid, at Baltimore 90 per cent. The remarkable 
difference between the showing made by the companies at 
San Francisco and at Chicago where there were 46 that 
failed shows the great progress that has been made in 35 
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years id legitimate underwriting: And yet the San Francisco 
experience clearly points the way to needed improvementa. 

The people of San Frandseo owe a parbicular debt of 
gratitude to the companies which made the fight for the 
old methods, for adjustment of claims on their merits and for 
payment of just claims In full. 

It must be evident that such a report as this is entirely 
inadequate to express the situation in any vivid way. It 
has been a trying time that most people will be glad to forget. 
So much money in controvert has caused an overstrain on 
human nature on both sides. 

Unfortunately also most of the figures as to loss and lia- 
bility are only estimates, 

A very great deal of time has been spent upon the collection 
and tabulation of the data upon which the account of settle- 
ments has been made; these figures are believgd to-becprrect; 
if any Iniustice has been done it has certainly not been from a 
lack of careful consideration. 

May there never be another such fire! 



